REPORT OF THE AUDITOR^GENERAL TO THE LIMPOPO PROViNClAL LEGISLATURE 

AND THE COUNCIL ON FETAKGOMOXOCAL MUN!C!PALITV 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statennents of llie Fetal^gomo Local Municipality set out on 
pages xx lo xx , vjhich comprise the statement of financial position as at 30 June 2012, 
the staiement of financial performance, statement of changes in net assats and 
statement of cash flows for the year tlien ended, and the notes, comprising a summary 
of significant accounting policies and other explanatory information. 

Accounting officer's responsibility for the financial stateniients 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice <SA Standards of GRAP) and the Municipal Finance 
Management Act o( South Africa, 2003 (Act No. 53 of 2003) (MFMA) and the Division of 
Reve.nue Act, 201 1 (Act No, 6 of 2011) (DoRA), and for such internal control as the 
accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error, 

Auditor-Goneral’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my 
audit, i conducted my audit in accordance with the Public Audi! Act of South Africa. 

2004 (Act No, 25 of 2004) (PAA), the Generaf NoUce issued in terms thereof and 

International Standards on Auditing. Those standards require that 1 comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement, 

4 An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial stalsmsnts. Ttie procedures selected depend on the 
auditor's judgement, including the assessment of the risks of material misstatement of 
the financial statements, whettier due to fraud or error. In m a King those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation of 
the fnancial statements in order to design audit procedures that are eppropdato in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and tiie reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial staiernents 

5. I bBlievo that the audit evidence I have obtained is sutficient and appropriate to provide 
a basis for my qualified audit opinion. - r' 

Basis for quaiifisd og joiaa:. 

Property, plant and equipment 

3, The SA Standards of GRAP 17, Pwpsriy, plant and equipment requires assets to be 
recognised at cost, where cost is determined as the cash price equivalent at the 
recognition date, in terms of Directive 7, Application of decfned cos/ on the adoption of 
GRAP, the municipality may apply deemed cost to determine the cost of assets that 
were acquired before 1 July 2009 only if information about the historical cost of those 
assets is not available. The deemed cost is a surrogate value for the cost or fair value of 
an asset at its initial acquisition, contrary to the requirements of Directive 7 the 
municipality applied the depreciated replacement cost on all movable assets purchased 


before 1 July 2009, 1 was unable tty-Qbtain sufficisnE appropriate audit evidence on the 
valLfalion of assets purchased prior to 1 July 2009, I have not determined the correct net 
carrying amount of movables a ssets amounting to R6 13S 602 inc luded in property, 
plant and equipment 

Irregutar experidifure 

7, Due to the inadequate implenrientation of an appropriate procurement and provisioning 
system, I was unabis to obtain sufficient appropriate evidence that the irregular 
expenditure of R2 5G8 84Q a s disclosed in note 3 to the financial statements is complete 

Qualified opinion 

3. in rny opinion, except for the possible effects of the matters described in the Basis for 
quaEified opinion paragraphs, the finartcial statements present fairly. In ail materia! 
respects, the financial position of the FetaHgomo Local Municipality as at 30 Jure 2012 
and its financial performance and cash flov/s for iha year then endsd, in accordance 
with the SA Standards of GRAF and in the manner required by the MFMA and OoRA, 

Emphasis of matter 

9. t draw attention to the matter bsiow. My opinion is not modified in respect of this matter. 

Restatement of corresponding figures 

10. As disclosed in nolo 37 to the financial statements, the correspond! rig figures 30 June 
2011 have been restated as a result of an error discovered during 2012 in the financial 
statements of Fstakgomo Locai Municipality at, and for the year ended 30 June 2011, 

AduiUonat mattsr 

f 1 I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary schedules 

1 2 The supplementary information set out on pages XX to XX'cioes not form part of the 
financial state.menls and is presented as additional infarmation, I have not audited this 
schedule and, accordingly, I do not express an opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

in accordance with the P.AA and the G^n^ra) Wol/oe issued in terms thereof, i report the 
following findings relevant to performance against predetermined objectives, compliance 
vnth laws and regulations and internal control, but not for the purpose of expressing an 
opinion. * 

Predetermined objectives 

1 3. f perfornned procedures to obtain svidenca about the usefulness and reliability of the 
informalion in the annual performance report as set out on pages XX to XX of the 
annual report. 

14. The reported performance against predefermirted objectives was evaluated against the 
Overall criteria of usefulness and reliability. The ussfulness of information in the annual 
performance report relates to v/h ether it is presented in accordance v.*ith the National 
Treasury's annual reporting principlss and whether the reported performance is 
consistent with the planned development priorities, The usefulness of irrformation further 


relates, io whether indicators and targets are .measurable (i.e. well dsfinad, verifiable, 
specific, measurable and time bound) and relevant bs required by the National Treasury 
Franmwark far nionagi/ig progra.T»f!e pe/fomtarjce infoimatian (rMPPl). 

Tlte reiiability ot the information in respect of the seiected development priorities is 
assessed to determine whetlier it adsqustely reflects the facts (i.e. wliether it is valid, 
accurals and carnptete), 

15. The mate rial findings are as follows: 

Usefulness of information 

Measurability 

Performance Indlcatora not verifiable 

is. The National Treasury PMPPf requires that it must be possible to validate the processes 
an d systems thatjroduce indicator. A total of 23% o f the indicators relevant to basic 
sgryice delivery and li^asliTiCttH^eveiop ment wa^e Tiotvei^Fable in~tiTan75l tg ^ 
processes and syste !^ ttgt pfoduca the informaTiQrr^frgihtoaf^arrfgff^^ 
exist. T ht^ was duetoThelack of key^ontrols inThe reievaTit systems of colfectiorTarid 
verification of actual performs nee information. 

Rellabliity of information 

Accuracy 

Reportsc! performanco not accurate 

1 7 . The Walional Treasury PMPPf requires thel the indiceSor be accurate eriough for its 
intended use and respond to changes in the level of performance. I v/as unable to 
obtain all the information and explanations I considered rtecessary to satisfy myself as 
to the accuracy of the actual reported penormance refevanlto 27% of basic service 
delivery and infrastructure development. This was due to the municipality's records not 
permitting the application of alternative audit procedures. 

Compliance wilii laws and regulations 

18. I performed procedures to obtain evidence that the entity has complied v/ith applicable 
[aws and regulations regarding financial matters, financial management and other 
related matters. My findings on material non-compliance with specific matters in key 
applicable lews and regulations as set out in the Geoenaf Notic& issued in terms of the 
PAA are as foilovra: 

Annual firrancial statements, performance and annual report 

19. The financial slalamenis submitted for auditing were not prepared in all material 
respects in accordance v/ilh the requirements of section 122 of the MFMA. Material 
misstataments of identified by the auditors were not adequately corrected, v/hich 
resulted in the financial statements receiving a qualified audit opinion. 


Procuremertt and contract management 


20, The accounting officer failed to itnpie.menE measures lo combat lha abuse of the Sudd 
Chain Management (SCM} system as per the requirements of 3 CM regulation SSfl), 

21 Awards were to providers who are persons in the sen/ice of Ifie municipality in 
contravsnhan of SCM reguiatBons 44 Firrlhermore tha provider failed to declare that 
he/she was in Ihe service of the municipality, as required by SCM regulation 13(c), 

22. Construction projects were not always registered v/ith the Construction Industry 

Development Board (CIDB), as required by section 22 of the CIDBAct and GIDB 
regulation 18. 

Asset managcmant 

23, An adequate management, accouming and information system which accounts for 
assets was not in place, as required by section 63(2)(a) of the MFMA. 

tnlsrnal control 

27. [ considered internal control relevant to my audit of (he financial slatomenis annual 
performance report and compliance with laws and regulations. The matters repcrtsd 
bwlow under tn« funddmentals of internal control are limited to Ihs significant 
dehciencies that resulted in the basis for qualified opinion, the findings on tiie 

irftMsTepwl Jif^dings on compliance with laws and raguiations included 

Leaderehtp 

reprding financial and performance reporting and compSianca 
ajid refotGd interns! controls was not -^ff^cEtvcEy BxBrcissd, 

slrategiea on impts mentation of the requ;remer^ts of 
GRAP 17, Prop&fly^ pj^nt find Equipment 

Financial and performance management 

i-lfo-mation to be included in Ihe ennuel report ere 
not reviewed for accuracy and completeness by the a ccou rating officer, 

31 Compftance with laws and regulations was not reviewed and monitored by the 
accounting officer, Lite 

Governance 

ifTiplemenled by the municipality were not adequate, 
^as ali risks affecting the municipality were not identified. ^ 


Poiokwans 
30 November 2012 
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